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SUBJECT: RUPEE/RUBLE TALKS BREAKDOWN: ON TO THE POLITICAL LEVEL 

REF: NEW DELHI 3940 

1. IN THE REFERENCED TELEGRAM. WE DESCRIBED A PROBLEM THAT HAD 
ARISEN BETWEEN INDIA AND THE USSR OVER THE EXCHANGE RATE 
BETWEEN THE RUPEE AND THE RUBLE TO BE USED IN THE SO-CALLED 
RUPEE TRADE. TALKS ON THE PROBLEM, WHICH HAD ORIGINALLY BEEN 
SCHEDULED TO LAST THREE DAYS, WENT ON FOR OVER TWO WEEKS, 
INCLUDING DELAYS WHILE THE SOVIETS AWAITED NEW INSTRUCTIONS 
AND A TRIP TO BOMBAY TO LOOK OVER THE RUPEE-ACCOUNT BOOKS 
AT THE RESERVE BANK OF INDIA. THE TALKS CONCLUDED WITHOUT 
AGREEMENT ON APRIL 4, AND THE SOVIET NEGOTIATING TEAM (HEADED 
BY Y.A. BALAGUROV, DEPUTY CHAIRMAN, STATE BANK OF THE USSR), 
RETURNED TO MOSCOW. OFFICIALLY IT HAS BEEN SAID ONLY THAT THE 
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OF THE ISSUES, BUT THERE IS EVERY INDICATION THAT THE PROBLEM 
HAS PERFORCE BEEN LEFT FOR RESOLUTION BY TALKS AT THE 
POLITICAL LEVEL. 

2. INDIAN OFFICIALS HAVE BEEN SINGULARLY TIGHT-LIPPED ON 
GROUNDS THAT THE PROBLEM WAS UNDER NEGOTIATION. WE HAVE LITTLE 
TO ADD TO OUR PRELIMINARY ASSESSMENT. A SOVIET DIPLOMAT TOLD 

US IN THE COURSE OF A CONVERSATION MAINLY DEALING WITH OTHER 
SUBJECTS THAT THE PROBLEM HAS BEEN UNDER DISCUSSION FOR 
OVER A YEAR. OUR ATTEMPTS TO DEVELOP INFORMATION FROM INDIAN 
OFFICIALS HAVE BASICALLY CONFIRMED THE DESCRIPTION OF THE 
PROBLEM WE GAVE IN THE REFTEL. ONE SENIOR OFFICIAL TOLD US 
THAT THERE ARE SEVERAL FORMULAS BESIDES THE GOLD PARS AND THE 
LONDON CROSS RATE THAT COULD BE USED TO ARRIVE AT AN APPROPRIATE 
EXCHANGE RATE FOR USE IN THE RUPEE TRADE. ANOTHER SENIOR 
OFFICIAL TOLD US THAT SOME RUPEE ACCOUNTS HAVE A MAINTENANCE 
OF VALUE PROVISION IN THAT THEY ARE DENOMINATED IN TERMS OF 
THE GOLD PAR OF THE RUPEE. SUCH BEING THE CASE, THE PROBLEM 
COULD HAVE A RETROSPECTIVE AS WELL AS A PROSPECTIVE NATURE 
SINCE EXISTING BALANCES MIGHT HAVE TO BE AUGMENTED IF INDIA 
CHANGES THE GOLD PARS OF THE RUPEE OR IF THE GOLD PAR FOR 
THE RUPEE CEASES TO EXIST AND IT IS REDENOMINATED IN TERMS, 

FOR EXAMPLE, OF THE SDR. 

3. INDIAN OFFICIALS HAVE TOLD US THAT THE SOVIETS WERE 
ANNOYED WITH THE TREATMENT OF THE MATTER IN THE INDIAN PRESS 
WHICH HAS TENDED TO VIEW IT AS THE RESULT OF A HIGH-HANDED 
AND UNILATERAL DEVALUATION OF THE RUPEE BY THE SOVIETS. THIS, 

OF COURSE, SENSATIONALIZES THE ISSUE, BUT THE CHARACTERIZATION 
AND THE IMPLICATION THAT THE INDIANS ARE RESISTING A CHANGE IN 
THE EXCHANGE RATE HAVE ENOUGH SUBSTANCE TO INDICATE THE 
POTENTAIL SERIOUSNESS OF THE PROBLEM AND THE THREAT IT 
POSES FOR THE WHOLE OF RUPEE-TRADE TRANSACTIONS, INCLUDING 
PERHAPS ARMS SALES. 
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